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E.O. 11652: N/A 
TAGS: ENRG, JA 

SUBJ: TEN- YEAR ENERGY PLAN PROPOSED FOR JAPAN 

SUMMARY: JAPANESE ENERGY POLICY THROUGH 1985 HAS BEGUN TO 
SHAPE UP. A SEMI-OFFICIAL ENERGY ADVISORY COMMITTEE TO THE 
GOJ HAS ISSUED A REPORT CALLING FOR INTERNATIONAL COOPERATION 
IN RECEIVING STABLE PETROLEUM SUPPLIES AND DEVELOPING AL- 
TERNATIVE ENERGY RESOURCES, WHILE DETAILING CONSERVATION 
AND DISTRIBUTIVE GOALS FOR JAPAN S ENERGY CONSUMPTION. LITTLE 
CHANGE HOWEVER IS FORESEEN IN JAPAN S OVERWHELMING 
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DEPENDENCE ON FOREIGN SOURCES OF ENERGY SUPPLY. EVEN 
THE RELATIVELY MODEST GOALS FOR REMAKING JAPAN'S PATTENS 
OF ENERGY USE AND STREAMLINING ITS PETROLEUM INDUSTRY 
FACE FORMIDABLE FINANCING OBSTACLES AND RESISTANCE FROM 
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ENTRENCHED INTERESTS. END SUMMARY. 

1. COMPOSED OF REPRESENTATIVES OF INDUSTRY, ACADEMIA AND 
FORMER GOVERNMENT OFFICIALS, THE ENERGY ADVISORY COMMITTEE 
TO THE MINISTRY OF INTERNATIONAL TRADE AND INDUSTRY 

(MITI ) ISSUED ON AUGUST 15 A NEW LONG TERM ENERGY SUPPLY 
AND DEMAND BLUEPRINT TO RUN THROUGH 1985. DRAWING A 
PARALLEL WITH PROJECT INDEPENDENCE AND THE GERMAN ENERGY 
SUPPLY PLAN, THE AUTHORS MAKE ENHANCED SECURITY OF SUPPLY 
THE CENTRAL OBJECTIVE OF THE 10 YEAR PLAN. THEY SEE, 

HOWEVER, FEW POLICY OPTIONS OPEN TO JAPAN EITHER TO 
DEVELOP ALTERNATIVE ENERGY RESOURCES OR TO DIVERSIFY 
CURRENT SOURCES OF SUPPLY. 

2. THE PALN NOTES THAT, LACKING SIGNIFICANT ALTERNATIVE 
ENERGY RESOURCES OF ITS OWN, JAPAN SHOULD CONTRIBUTE TO 
INTERNATIONAL COOPERATIVE EFFORTS TO DEVELOP ALTERNATIVE 
RESOURCES, BUT BY IMPLICATION AT LEAST, INDICATES THAT 

THE PRIMARY RESPONSIBILITY MUST FALL ON THOSE COUNTRIES 
POSSESSING RESOURCES TO EXPLOIT. ON THE OTHER HAND, 

THE REPORT GIVES FULL SUPPORT TO JAPAN'S ACTIVE PARTICI- 
PATION IN EMERGENCY SHARING PROGRAMS. SIMILARLY, THE 
ADVISORY COMMITTEE SORESEES LITTLE SCOPE FOR JAPAN TO 
INCREASE THE SECURITY OF TIS SUPPLY OF PETROLEUM EXCEPT 
THROUGH CULTIVATING FRIENDLY TIES WITH BOTH THE PRODUCERS 
AND THE INTERNATIONAL MAJOR OIL COMPANIES. 

3. THEREFORE, THE PLAN CONCENTRATES ON THE CONSUMPTION 
SIDE OF THE EQUATION: HOW JAPAN CAN OR SHOULD RESTRUCTURE 
ITS CONSUMPTION LEVELS AND PATTERNS TO INCREASE ITS 
SECURITY OF ENERGY SUPPLY. BASED ON A SECTOR BY SECTOR 
ANALYSIS OF PROBABLE GNP GROWTH RATES AND ENERGY MIXTURES 
PER UNIT OF PRODUCTION, GIVEN CURRENT AND ANTICIPATED 
TECHNOLOGIES, THE BLUEPRINT SETS CONSERVATION AND 
DISTRIBUTIVE GOALS FOR JAPANESE ENERGY CONSUMPTION IN 1980 
AND 1985. IN ADDITION, THE REPORT ATTEMPTS TO PREPARE 

THE JAPANESE PUBLIC FOR THE CONTINUED HIGH COSTS OF ENERGY 
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IT WILL UTLIMATELY HAVE TO BEAR REGARDLESS OF THE LEVEL 
OR MIXTURE OF JAPANESE ENERGY DEMAND. 

4. THE PLAN ASSUMES: A) OVER-ALL FREE WORLD ENERGY 
DEMAND WILL GROW AN AVERAGE OF 4.3 PERCENT ANNUALLY 
FROM 1973-1985 (3.8 PERCENT FOR INDUSTRIALLY ADVANCED 
COUNTRIES); B) AVERAGE FREE WORLD REAL GNP WILL GROW 
AN AVERAGE OF 4.4 PERCENT (4.2 PERCENT FOR DEVELOPED 
NATIONS); AND JAPA S AVERAGE REAL GNP GROWTH RATE WILL 
BE 6.6 PERCENT. 

5. THE COMMITTEE ESTIMATES THAT JAPAN SHOULD BE ABLE 
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TO SAVE 6.4 PERCENT OF ENERGY CONSUMPTION BY 1980, THIS 
WOULD PLACE TOTAL JAPANESE ENERGY CONSUMPTION IN 1980 
AT 560 MILLION KILOLITERS OF OIL EQUIVALENT (OR ABOUT 
40 MILLION KILOLITERS UNDER WHAT THE LEVEL WOULD BE WITH 
NO CONSERVATION). IN 1985, A 9.4 PERCENT CONSERVATION 
RATE WOULD IMPLY 760 MILLION KILOLITERS OF OIL EQUIVA- 
LENT IN TOTAL ENERGY DEMAND (DOWN FROM 830 MILLION 
KILOLITERS IN THE ABSENCE OF CONSERVATION). BY 
SECTOR, INDUSTRY WOULD BE EXPECTED IN 1985 TO CUT ITS 
PROJECTED ENERGY CONSUMPTION BY 7 PERCENT (OR 3.8 PERCENT 
OF TOTAL JAPANANESE ENERGY CONSUMPTION), TRANS- 
PORTATION BY 18 PERCENT (2.2 PERCENT OF TOTAL), AND THE 
HOUSEHOLD SECTOR BY 14 PERCENT (2.7 PERCENT OF TOTAL), 

AND .7 PERCENT WOULD BE REALIZED THROUGH IMPROVEMENTS 
IN SECONDARY ENERGY CONVERSION TECHNIQUES. CONSERVATION 
MEASURES PLUS THE ANTICIPATED SLOW DOWN IN REAL ECONOMIC 
GROWTH WOULD THUS RESULT IN 5.3 PERCENT GROWTH IN 
TOTAL ENERGY DEMAND OVER 1973-1985 PERIOD (INCLUDING 
AN ESTIMATED 10 PERCENT DROP IN 1974 UNDER 1973 LEVELS). 

IN CONTRAST TO THE 12 PERCENT REGISTERED DURING THE 
PREVIOUS DECADE. 

6. INDUSTRY WILL STILL, HOWEVER, CONSUME THE LION'S 
SHARE OF ENERGY IN JAPAN IN 1985-55 PERCENT VERSUS 
58 PERCENT IN 1973. TRANSPORTATION WILL TAKE A LITTLE 
MORE THAN PERVIOUSLY-12.3 PERCENT VERSUS 11.8 PERCENT 
IN 1973, AND THE HOUSEHOLD SECTOR STILL MORE-20 PERCENT 
VERSUS 12 PERCENT IN 1973. THE REMAINING 5.4 PERCENT 

IS ALLOTTED TO ENERGY INDUSTRY AND OTHERS. WITHIN THE 
LIMITED OFFICIAL USE 
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INDUSTRIAL SECTOR. THE IRON AND STEEL, AND CERAMICS 
INDUSTRIES ARE EXPECTED TO ACHIEVE THE GREATEST SAVINGS- 
1 1 .9 PERCENT AND 12 PERCENT RESPECTIVELY, BUT STEEL 
AND CHEMICALS WILL REMAIN THE LARGEST INDUSTRIAL CON- 
SUMERS OF ENERGY AT 16 PERCENT AND 13 PERCENT OF TOTAL 
ENERGY DEMAND. 

7. SOURCES OF TOTAL ENERGY SUPPLY ARE EXPECTED TO 
BE DESTRIBUTED AS FOLLOWS (IN PERCENT). 
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1973 1980 1985 

(PERCENT) (PERCENT) (PERCENT) 

DOMESTIC 


HYDRAULIC 4.6 4.2 

GEOTHERMAL 0.0 0.1 

PETROLEUM/ 0.9 1.2 

GAS 

COAL 3.8 2.5 2.0 

TOTAL DOMESTIC 9.5 8.1 

PARTIALLY DOMESTIC 
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NUCLEAR 0.6 4.4 9.6 

IMPORTED 


PETROLEUM 77.4 68.9 63.3 

COAL 11.7 13.4 11.2 

LNG 0.8 5.2 7.9 

TOTAL IMPORTED 89.9 87.5 82.4 

8. NOTWITHSTANDING THE ADVISORY COMMITTEE'S CONCLUSION 
THAT JAPAN HAS LITTLE HOPE OF DRAMATICALLY DIMINISHING 
ITS RELIANCE ON OVERSEAS SOURCES OF ENERGY SUPPLY IN 
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GENERAL AND ON THE MAJOR INTERNATION OIL COMPANIES 
IN PARTICULAR, THE REPORT CALLS FOR CONSOLIDATING OIL 
EXPLORATION, REFINING AND MARKETING INDEPENDENT JAPANESE 
COMPANIES (I.E. THOSE UNAFFILITATED WITH THE MAJORS) IN 
ORDER TO INCREASE THEIR EFFECTIVENESS IN DEALING WITH 
BOTH THE OIL PRODUCING COUNTRIES AND THE MAJORS. THE 
COMMITTEE REJECTED NATIONALIZATION AS RUNNING CONTRARY 
TO JAPAN'S BASIC ECONOMIC PHILOSOPHY, BUT FOR THE FIRST 
TIME CALLED UPON THE GOJ (I.E. MITI) TO VIGOROUSLY "LEAD' 1 
THE ADMITTEDLY RELUCTANT JAPANESE CAPITAL COMPANIES INTO 
REORGANIZATION. IN A SEPARATE REPORT, THE ENERGY AD- 
VISORYT COMMITTEE S SUBCOMMITTEE ON PETROLEUM HAS RECOM 
MENDED THAT CONSOLITATION BE CARRIED OUT IN STAGES, 

BUT ULTIMATELY AIM AT CREATING A SINGLE JAPANESE NATIONAL 
(BUT NOT NATIONALIZED) OIL COMPANY WITH INTEGRATED UP- 
STREAM AND DOWNSTREAM CAPABILITIES. 

9.. COMMENT. ALTHOUGH NOT LEGALLY BINDING, THE AD- 
VISORY COUNCILS' REPORT, THE FIRST IN EIGHT YEARS, PRO- 
VIDES THE FRAMEWORK FOR SPECIFIC GOJ POLICIES TOWARDS 
ENERGY SUPPLY DIVERSIFICATION, MANDATORY CONSERVATION 
AND INDUSTRY REORGANIZATION. DESPITE THE AVOWED GOAL 
OF GIVING JAPAN "A FREEDOM OF CHOICE" IN ENERGY MATTERS, 

THE MOST STRIKING FEATURE IS HOW LITTLE IS EXPECTED TO 
CHANGE OVER THE NEXT TEN YEARS. IN 1985 JAPAN WILL 
STILL BE OVERWHELMINGLY DEPENDENT ON IMPORTED ENERGY 
(82 PERCENT), PETROLEUM WILL STILL BY FAR SUPPLY THE 
BULK OF ENERGY (64 PERCENT), AND THE MAJORS WILL STILL 
LIMITED OFFICIAL USE 
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DELIVER MOST OF THE OIL TO JAPAN. 

FORMIDABLE PROBLEMS REMAIN EVEN IN ACHIEVING THE 
BLUEPRINTS’S MODEST GOALS. CONSERVATION GOALS BASED ON 
PROJECTED REAL GNP GROWTH RATES ARE DIFFICULT TO ARGUE 
WITH; BUT WE WONDER IF THE GOJ WILL SUCCEED IN IMPOSING 
OVERALL RESTRAINTS, LET ALONG FINE-TUNE A SECTORIAL 
APPROACH, AS WORLD ECONOMIC ACTIVITY PICKS UP. 

JAPANESE OWNED REFINING COMPANIES MOSTLY PRODUCE 
INDUSTRIAL PRODUCTS SUCH AS HEAVY FUEL OIL AND NAPTHA 
THE PRICES FOR WHICH HAVE BEEN RELATIVELY LOW COMPARED 
TO LIGHTER OILS SOLD TO THE GENRAL PUBLIC BY REFBY REF NERIES 
ASSOCIATED WITH THE INTERNATIONAL MAJORS. CONSEQUENTLY 
JAPANESE NATIONAL CAPITAL REFINERIES HAVE BEEN INCURRING 
HEAVY LOSSES, WHILE THE MAJORS HAVE REMAINED PROFITABLE. 
MITI MAY BE HOPING THAT PROMISES OF RELIEF FROM THEIR 
FINANCIAL STRAITS WILL PERSUADE THE JAPANESE INDEPENDENTS 
TO MERGE UNDER ITS GUIDANCE, BUT IS HARD TO IMAGINE 
THAT MITI WOULD ACTUALLY ALLOW A MAJOR JAPANESE OIL 
COMPANY TO FOLD IF IT REFUSES TO COOPERATE. IN ANY 
EVENT, OFFICIAL FUNDING FOR RELIEF MEASURES DESIGNED 
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TO ENTICE MERGERS WILL HAVE TO SURVIVE CLOSE SCRUTINY 
BY THE MINISTRY OF FINANCE IN COMPETITION WITH COM- 
PETING BUDGET DEMANDS. WHILE IT MAY WELL BE THAT THE 
ADVISORY COMMITTEE'S REPORT MAY GIVE THE NECESSARY 
ADDED BOOST TO EFFECT CONSOLIDATION IN THE WHOLLY 
JAPANESE-OWNED PORTION OF THE PETROLEUM INDUSTRY (WHICH 
REFINES APPROXIMATELY 50 PERCENT OF THE PRODUCT MARKETED, 
BUT SUPPLIES ONLY 10 PERCENT OF THE CRUDE), WE SUSPECT 
THAT THE INDEPENDENTS WILL BE ABLE TO DRAG THE PROCESS 
OUT OVER SEVERAL YEARS AT LEAST. 

FINALLY, WE NOTE THAT PLAN DOES NOT INCORPORATE 
ADDITIONS TO OIL STOCKPILES NECESSARY TO MEET A 90 DAY 
RESERVE REQUIREMENT. ACCORDING TO MITI SOURCES, JAPAN 
IS STILL COMMITTED TO THE 90 DAY GOAL, BUT THAT THIS 
WILL BE CARRIED OUT UNDER A SEPARATE PROGRAM. 

HODGSON 
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